= 
= Avo7 


AME 
The President's 

A great deal has been heard about the | 
difficulties that will attend the industrial 
defense program. But the program is also 
going to provide some opportunities— 
opportunities that, paradoxically, will 
grow out of the very necessity of grap- 
pling with the problems that the situation 
will create. This is an emergency and 
emergencies have a way of making people 
do things previously thought impossible. 

Some of the major opportunities are 
the following: the chance to make a gen- 
uine attack on the unemployment prob- 
lem; an opportunity to eliminate badly 
obsolesced equipment in many industries ; 
the opportunity of developing closer re- 
lations between government and business ; 
the opportunity to release the brakes on 
venture capital; the opportunity to intro- 
duce betier management methods in many 
companies; the opportunity to catch up 
on lapsed training work. 

Let us consider some of these, for they 
have a deep implication to management. 


Unemployment: One of the immedi- 
ate effects of defense orders will be the 
absorption into private employment of 
many thousands of unemployed workers, 
but the real attack on the unemployment 
problem will come from the better un- 
derstanding between unemployment 
agency officials and employers. 

Here is one thing that has happened 
already: In many industrial cities in recent 
weeks, employers banded together to 
ascertain actual and prospective labor 
shortages. After determining the number 
and kinds of skilled men that were needed 
immediately, or would be needed in the 
future, the employers conferred with offi- 
cials of the local relief agencies to find 
out how many such skilled people were 
on public relief. These meetings, I have 
been told, were ‘‘eye-openers’’ to both the 
agency officials and the employers. Many 
government employment agencies have 
entertained the notion that employers gen- 
erally were averse to hiring WPA work- 
ers tor “reactionary reasons,” while many 
employers, on the other hand, have felt | 
that people on the WPA payrolls were | 
unemployables or individuals without the | 
will to risk their livelihood in private em- | 
ployment. | 
_As a result of the conferences—the | 
first really practical conversations of the | 
kind that have been held—these miscon- | 
ceptions in the minds of both parties are | 
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being dissipated. Industry is going to 
view WPA people in a much better light, 
and the WPA, in turn, is going to train 
its men along lines suggested by industry. 


Obsolescence: It is no secret that in 
many of our really vital industries equip- 
ment has been allowed to obsolesce to a 
dangerous extent. An estimate has been 
made, for example, that in the textile 
industry 50 per cent of all production 
machines are 15 years or more old. To 
carry through the defense preparations 
efficiently it is going to be necessary to 
replace a great deal of this old machinery 
and equipment. The need to do so may 
become painfully apparent, and it is to 
be hoped that the companies themselves, 
perhaps at the instance of their trade asso- 
ciations, will take the first steps to correct 
the condition—and not the government. 


Increasing the Flow of Capital: One 
of the obstacles in the way of moderniza- 
tion of industrial equipment has been the 
tendency of investors to keep their funds 
in bank deposits or government bonds. 
These funds should be going to private 
business to create new instruments of 
production, but the diminishing prospect 
of a reasonable profit margin has deterred 
investors from placing their funds in, the 
hands of private industry. A sustained 
industrial expansion and the modification 
of restrictive business legislation will do 
a great deal to change this attitude on the 
part of investors. 


Closer Government and Business 
Relations: Many of these developments 
can grow out of the closer relations be- 
tween government and business that the 
defense work is going to require. Inevit- 
ably, the government will get a more in- 
timate understanding of industry’s prob- 
lems. It will have to work closely with 
industry—the two will have to pull to- 
gether or else the rearmament program 
will be the most fantastic and costly 
national failure in history. Washington, 
more and more, is calling upon business 
for advice in handling technical produc- 
tion problems, and when government 
officials and employers get their heads to- 
gether over these problems, it is quite 
possible that a better understanding will 
develop between the two parties. 


Improving Management Methods: 
The pressure that is going to be placed 
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War Causing Indexes to Hesitate; 
But Business Basically Strong 
With Heavy Industry Leading 





Hesitation has begun to appear in the 
various indexes of business activity for 
the first time since April. While the break 
in the forward trend has not been sharp 
enough to be of great significance, it 
probably portends a flattening of the busi- 
ness activity curve. Such a leveling at 
this time was predicted by many observers 
of conditions two or three months ago, 


Reports from various agencies on the 
inside pages of this LETTER clearly in. 
dicate that American business sentiment 
is wholly in the grip of the tide of war. 
The stock market, the steel rate, prices, 
consumer buying, construction — all are 
being affected by the day-to-day reports 
on the Battle of Britain. Judging by the 
almost unprecedented lethargy of the 
stock market and other sensitive trading 
indexes it would seem that little hope is 
placed in Britain’s beating off her attacker. 
Thus if England does fall the eventuality 
has already been so thoroughly discounted 
here that it should cause no serious break 
in our markets—such at least is one com- 
monly held belief. 

But despite the jitteriness caused by the 
possibility that the war may suddenly end 
with a German victory and despite the 
mild faltering in many indexes, general 
business activity is substantially ahead of 
last year. Further, it is a more significant 
and powerful uptrend than any of the re- 
coveries of the last few years because most 
of the forward activity has been in the 
heavy industries, such as steel, building 
and automobiles. These industries have 
surpassed the consumer lines. In previous 
recoveries the situation was the reverse. 
While demand for consumer goods is 
strong, it does not measure up to that for 
capital goods, but the reasoning is that as 
industrial payrolls continue to expand, 
they will Etie to bolster demand for 
shoes and textiles, etc. The payroll index 
is about 13 per cent ahead of last year, 
and still going up. Employment is on 
the increase, with about 1,000,000 more 
people employed now than at the same 
time last year. 
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The upward trend of the seasonally adjusted 
index of industrial activity was interrupted dur- 
ing the week ended Aug. 3 by a slight setback 
berore recovery of the loss sutrered early in July 
had been fully attained; shipments of finished 
steel by the U. S. Steel Corp., rose in July to the 
highest volume this year (August 17). 


Reports from companies and general news 
about the national defense orders indicate that 
conditions are building a strong basis for future 
expansion; meanwhile, fear that peace may soon 
be forced upon Britain is reflected in the hesita- 
tion of business and the weakness of commodity 
prices (August 17). 


The business statistics are beginning to show 
some signs of fatigue after their rapid rise since 
the beginning of April; the Business Week Index 
has declined one and one-half points; main factor 
was decline of auto production (August 17). 





Money and 
Credit 





Security 
Markets 


Net imports of gold into the U.S. in July de- 
clined to $520,000,000 in July from $1,163,000,- 
000 in June; money in circulation in the U.S. on 
July 31 rose to $59.63 per capita, the highest 
figure on record wich the exception of a few days 
during the 1933 bank holiday (August 17). 


Bond investments of reporting Federal Reserve 
member banks have reached another all-time high 
in the past month; insurance company invest- 
ments also continue high, and this year these have 
gone into railroad bonds to a greater extent than 
last year (August 10). 





The ability of stock prices to hold above pre- 
vious trading ranges is favorable, and a continu- 
ation through the peaks of two weeks would sug- 
gest at least an intermediate upward movemeut 
of some degree; a break on the downside would 
suggest caution; bond prices have remained firm 
(August 15). 


Even in the extremity of a British defeat, the 
stock market would appear to be undervalued; in 
fact the reports made by many vital industries 
attest the exceptionally low relationships to earn- 
ings at which stocks are at present quoted (Au- 
gust 17). 


Fear of a British collapse has sent stock market 
morale lower; but traders are steeled to the Nazi 
war machine; now the prevailing attitude is to 
expect the worst and thus a breakdown in our 
markets is hardly a logical outcome of the Battle 
of Britain (August 17). 





Production 


In the steel barometer of business activity, basic 
changes have shown an unfavorable trend for the 
third consecutive week; the estimate of the nor- 
mal annual demand for steel has consequently 
been reduced from 39.1% of capacity to 38.7%; 
actual output has also shown a decline (August 
37). 


The dynamic performance typical of the more 
durable or capital goods types is again demon- 
strated by the pronounced gains scored by such 
lines as steel, autos, electrical equipment, railway 
equipment, and building industries; oil and 
chemical companies have also gained sharply 
(August 10). 





Distribution 


Construction 


Department store sales during the week ended 
Aug. 3 were 5% larger than a year ago as com- 
pared with a similar gain in the preceding week; 
General Motors Corp. sold 145,064 autos to con- 
sumers in the U.S. in July as against 102,031 in 
the same month last year (August). 





The upward trend of building contracts which 
began in March was interrupted by a setback in 
June; although some seasonal curtailment is 
usual, the reduction this year exceeded the nor- 
mal amount. But June contracts were 20.1% 
larger than in June last year; the decline was con- 
fined entirely to residential building (August 3). 





Agriculture 





Farm income made a less favorable showing in 
June, and, as a result, it is possible that annual 
farm income in 1940 will be somewhat smaller 
than anticipated; farmers’ cash income in June 
was $4,000,000 greater than June 1939, but this 
gain was not enough to offset the rise in the price 
level of goods that farmers bought (Aug. 17). 








Commodity 
Prices 


In the week ended Aug. 3, the price index of 
farm products declined to a new low for 1940; 
although the price index of manufactured goods 
also receded, the drop was less than farm prod- 
ucts; as a result the purchasing power index de- 
clined to a new low since the outbreak of the 
war (August 17). 





Labor and 
Wages 


The number of persons employed showed a 
noticeable increase in June, rising to 41,908,000 
from 41,654,000 in May; the index of factory 
payrolls, on the basis of 1923-1925 as 100, rose 
to 97.9 in June from 96.3 in May and April; 
the rise in payrolls, however, did not offset the 
decline from March to April (August 17). 





Foreign Trade 
and 
Conditions 





As a result of the war, the trade of the U.S. 
with the Latin-American countries has shown a 
substantial increase; it is significant that both ex- 
ports and imports have increased, showing that 
when the U.S. increases purchases in foreign 
countries, placing dollar exchange at the latter's 
disposal, exports also tend to increase (Aug. 17). 


The lull in auto production between the 
changeover from 1940 to 1941 assemblies has 
overemphasized the letdown in business; auto 
takings of steel are at a minimum and that ex- 
plains the drop in the steel rate; but indications 
are that steel itself has a large backlog of orders 
(August 17). 





Consumer goods inventories have not shown 
marked expansion, which confirms the diagnosis 
that demand for such products as textiles, shoes, 
and clothing has not kept pace with that for 
heavy goods; it’s still proper to call this a “dur- 
able goods’ recovery (August 17). 








In July building contracts awarded approached 
$400,000,000 or a rate of $4,800,000,000 a year; 
this is within the range of the highest level on 
record—$6,600,000,000 in 1928; industrial and 
commercial buildings were leaders (August 17). 





Agricultural implement makers are having one 
of their big years, with volume 15% ahead of 
1939: in the Midwestern agricultural sections, 
however, income gains over a year ago are for 
the most part unimpressive; neither the size of 
crops nor prices augur any major jump in income 
(August 10). 





Commodity prices have been generally weaker ; 
wheat has been the lowest since the war started; 


zinc is up slightly (August 17). 


Moody's index of spot commodity prices for 
the latest week stood at 150.2 as compared with 
155.8 a month ago and 138.9 a year ago; rubber 
stood at 19.62 cents a pound in the latest week, 
20.95 cents a month ago, 16.57 cents a year ago 
(August 17). 





One of the most significant features of the de- 
fense program is that it will tend to mobilize 
unemployed men and unemployed capital into 
activities that will generate income and profits 
(August 17). 





Though production of autos has dropped as a 
result of model changeovers, there has been no 
corresponding decrease in employment in the 
plants. It is expected that expansion of payrolls 
in heavy goods industries will soon benefit deal- 
ers in consumer goods (August 17). 





As long as the British can stop German air 
attacks, large-scale troop landings are out of the 
question; but if Germany can control the air, in- 
vasion by infantry will be unnecessary, as damage 
from aloft alone would cripple the island’s de- 
fenses and economic facilities (August 17). 





British orders placed in the U. S. passed the 
$2,000,000,000 mark this week; since the sur- 
render of France and extension of the blockade, 
more than half of this country’s European ex- 
ports have been consigned to Britain (August 
17). 
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The industrial trend has stopped going upward 
after three months of sharp gains; purchasing is 
hesitant and inclined to wait out European de- 
velopments ; the willingness of merchants to make 
commitments lags behind the actual expansion in 
retail trade (September). 


In the first six months of 1940 our national 
income was about 5% above the same period of 
1939; the physical volume of industrial produc- 
tion was 13% greater than the first six months 
of 1939; freight loadings were 10% larger; busi- 
ness check payments increased 5%. These are 
not very impressive gains (August 15). 





Bank clearings (23 cities) totaled $22,938,832 
in July, 5.0% above the June figure and 6.3% 
above last July; the adjusted Insolvency Index 
(Failures) stood at 70.8 in July, 6.4 points 
above the June level and unchanged from last 
year (September). 


There was little new corporate financing 
in recent months, and almost none for the pur- 
pose of increasing industrial capacity to produce 
war materials. The totals for non-financial cor- 
porations during the first half of 1940 have been 
about 7% less than the same period of 1939 
(August 15). 
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Stock trading was no more lively in the first 
half of August than in July, when transactions 
hit a twenty-year low; prices showed some weak- 
ness when the air blitzkrieg opened against Eng- 
land but initial losses were quite mild (Septem- 


ber). 
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Capital goods lines still accounted for most of 
the increases in production made during early 
August; operating rates were advancing in some 
consumers’ goods industries, but generally at a 
slower than seasonal vace; preliminary reports 
indicate a minor drop in the adjusted production 
index from its July peak (September). 





Consumer buying has made a favorable show- 
ing after a set-back during the extreme heat of 
late July; the adjusted index of department store 
sales dropped to 89 in July from 91 in June 
when it was the highest since January (Septem- 


ber). 


The increase in trading on the New York 
Stock Exchange since the first of the year has 
been moderate; it exceeded that of the first half 
of last year by 17% (August 15). 





Indications are that the volume of physical 
production was 15.4% below normal in July; in 
June it was 16.7% below; in May 22.4% below. 
The rearmament program in time will largely in- 
crease the volume of industrial production, but 
has not contributed greatly to it as yet (August 
15). 





In 1931 surveys showed that checking transac- 
tions in New York City were 121% as great as 
the combined totals of those of 140 other cities. 
Recently that percentage has been steadily shrink- 
ing, and apparently this year the dollar volume of 
business in New York will be only 75% as 
great as that of the outside cities (August 15). 


National City Bank 





Business generally has continued active, with 
no marked indications of change of trend; follow- 
ing the rapid upturn since April, some easing up 
in the placement of orders and pressure for de- 
liveries has been noted here and there, which may 
portend some flattening out of the curve for the 
time being (August). 





There has been little evidence that steps toward 
national defense are causing an increase in the 
demand for bank loans; business loans of re- 
porting banks, after rising slowly for seven weeks 
were down slightly in the latest report; deposits 
have risen to new high levels (August). 








An expansion in output of about 25% has oc- 
curred in the steel industry since last May and 
operations are at about 90% of capacity. Evidently 
some companies have experienced a tapering off 
in new business during the past month, but no 
significant downturn seems to be _ expected 
(August ). 





Summer wholesale markets have been well at- 
tended and orders placed for the Fall trade have 
been as good or better than a year ago; merchants 
from those industrial areas where employment 
has been increasing have been notably more 
liberal in placing orders than those from agri- 
cultural sections (August). 





Residential construction, which has been un- 
usually active in recent months, is now bolstered 
by new housing under the defense program; 
building permits issued in 215 cities during July 
were contra-seasonally higher than in June, a 
total of $125,709,126 contrasting with $102,750,- 
445 in July 1939 (September). 


Despite widely discussed instances of industrial 
building for increased capacity to produce war 
materials, and of new housing for workers, the 
total of new construction of all kinds in the first 
half of 1940 was about 8% smaller than that in 
the first six months of 1939 (August 15). 








Commodity price fluctuations are so narrow as 
to be almost insignificant; there is still a slight 
downward tendency in evidence, however, and 
this carried the Daily Wholesale Price Index to 
a new low of 112.54 on August 16 (September). 





Both June and July recorded contra-seasonal 
increases in factory employment; payrolls were 
about as high as at the beginning of 1940, more 
10% than in the corresponding 
period of 1939 (September). 


than higher 








- There was some decrease in unemployment in 
1940 as compared with the corresponding months 
of 1939, and it appears to have amounted to 
about 7%, but it still left some nine million un- 
employed in June of this vear (August 15). 





The smallness of the increase of production in 
July is partially accounted for by the shrinkage 
in our exports; one gains an idea of the cost of 
transporting goods by examining ocean freight 
rates, whose index shot up vertically from 100 to 
690 at the outbreak of the war (August 15). 





Building construction continues to give a good 
account of itself. The totals for residential build- 
ing show awards for June and july up to the 
best for the year and substantially greater than 
that in the corresponding period of last year; in 
the field of heavy construction defense projects 
are commencing to cut a heavy figure (August). 





Estimated cash income of farmers improved 
nearly $300,000,000 or 8% during the first half 
of 1940 as compared with the same period in 
1939; higher income resulted from marketing 
one of the largest crops on record and at gen- 
erally higher prices (August). 





Price weakness in copper has disappeared and 
lead and zinc prices have held firm, with lead 
stocks in producers’ hands the lowest in ten years; 
the Metal Reserve Co., has announced that it 
would acquire a year’s supply of tin for defense 
purposes at 50c a lb., which permits removal of 
all production restrictions (August). 








June merchandising exports were $25,000,000 
above April and May and $114,000,000 greater 
than in June last year; with imports maintained 
around the $200,000,000 level, the export bal- 
ance for June was $139,000,000 and $774,000,000 
for the first six months of 1940—the highest for 
any similar period since 1921 (August). 
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Vital Topics Scheduled For Discussion 
At October Office Management Sessions 


Office management executives coming from nearly every industry in the United 
States will meet in New York on October 24-25-26 for the annual meeting of the 
Office Management Division of the AMA, to be held at the Hotel Roosevelt. 

This meeting, which annually attracts more than 700 executives, is this year 
expected to have an unusually large attendance because of consideration at the sessions 
of topics pertaining to national preparedness. Many discussions will center around such 


topics as company policies on employees 
drafted under the Burke-Wadsworth Act 
and the handling of the new burden of 
office work created by the added industrial 
volume resulting from defense orders. 

Norman C. Firth, Managing Editor of 
Dun’s Review and Vice President in 
charge of the Association’s Office Man- 
agement Division, has announced that 
more than 25 speakers will address the 
Conference. They will include executives 
from many of the country’s leading com- 
panies, and the sessions wil] be opened 
with an address by R. E. Gillmor, Presi- 
dent, Sperry Gyroscope Company, who 
will discuss ‘Coordination and Super- 
vision in the Office.”” Some other speak- 
ers and topics are: “Special Problems 
Faced by the Office Manager in a Na- 
tional Defense Program’—J. L. Wood, 
General Credit Manager, Johns-Manville 
Corp. ; ‘How to Improve Letter Writing” 
—Charles R. Wiers, Vice President, De- 
Long Hook & Eye Company; ‘‘Ability 
and Aptitude Tests Applied in the Office” 
—Dr. Millicent Pond, Employment Su- 
pervisor, Scovill Manufacturing Com- 
pany; “Job Evaluation and Salary Stand- 
ardization” ; “Centralized Transcribing by 
Telephone’”—D. R. McCormick, Central 
Service Manager, Bell Telephone Labor- 
atories, Inc. ; “A Schedule Board for Cler- 
ical Control’—L. E. Isaacson, Office 
Methods Department, Kodak Park 
Works, Eastman Kodak Company. 

One of the features of the meeting will 
be a luncheon at which will be read the 
results of a questionnaire survey of em- 
ployee feelings and attitudes, conducted 
by the American Management Associa- 
tion. The Association, in past weeks, has 
distributed hundreds of questionnaires to 
stenographers, filing clerks and other rank- 
and-file office employees, inviting them to 
list their reactions toward the treatment 
that is accorded them by their companies 
and their supervisors. 
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transferred to Great Britain was launched 
in 1917 with her hull 84% complete 
just 17 days after her keel was laid. She 
was completed and equipped in 30 days. 
Similar prodigious chet may be found 
in the history of that time, but it is my 
belief that ultimately modern industry 
will surpass those earlier accomplishments. 


Lbhcun 8, boca. 

















AMA Members Engaged in 
Government Defense Work 


Reports coming to AMA headquarters 
indicate that many members of the Asso- 
ciation’s various divisions have been 
called upon to lend assistance to the gov- 
ernment in executing the preparedness 
program. William L. Batt, President of 
SKF Industries and Chairman of AMA’s 
Board of Directors, has been with the 
National Defense Advisory Commission 
since it was organized and was recently 
appointed deputy commissioner of the 
Industrial Materials Division. 

Two former vice presidents of AMA’s 
Personnel Division were called upon 
within the month to help in the Labor 
Division of the Defense Commission. They 
are Channing R. Dooley, Manager of In- 
dustrial Relations, Socony-Vacuum Oil 
Company and Walter Dietz, Personnel 
Relations Manager, Western Electric 
Company. Mr. Dooley and Mr. Dietz 
will be engaged in directing the program 
of training workers within industry. 





Winter Insurance Conference 
To Be in Chicago, Dec. 5-6 


The Winter Insurance Conference of 
the American Management Association 
will be held in Chicago at the Palmer 
House on Thursday and Friday, Decem- 
ber 5 and 6, it has been announced by W. 
A. Sullivan, Manager of the Insurance 
Department, Loose-Wiles Biscuit Com- 
pany, Vice President of AMA’s Insurance 
Division. 

This will be the first time since 1931 
that a meeting of this Division of the 
American Management Association has 
been held in Chicago. The Conference 
will combine the best features of the va- 
rious meetings that have been held in 
the past. It will consist of formal papers, 
question-and-answer sessions, and de- 
bates on current important insurance 
questions. 





Business Outlook 
(Continued) 


tomer demand is expected to increase is 
the current production schedules that 
have been announced by the automobile 
companies, who have been rushing their 
change-over periods to bring out new 
models earlier than usual. 








Emergency Production 
Problems To Be Studied 
At Cleveland Sessions 


One of the most important industrial 
meetings of the year will be held in 
Cleveland, Ohio, November 12 and 13, 
when 800 production executives will meet 
under the auspices of the Production Di- 
vision of the AMA to discuss manufac- 
turing problems created by the industrial 
preparedness program. The sessions will 
be held at the Hotel Cleveland. 


To determine specifically the problems 
created for the average concern by the in- 
creased industrial tempo, the Association 
for weeks has been in touch, through let- 
ter and questionnaire, with companies 
representing virtually every industry in the 
United States. Hundreds of companies 
have been found to be now engaged in 
threshing out a host of individual manu- 
facturing problems—and nearly all con- 
fronted with major problems involving 
personnel, methods and materials. 


Donald F. Carpenter, Director of Man- 
ufacture of the Remington Arms Com- 
pany and Vice President of the AMA 
Production Division has announced that 
as a result of the Association’s survey, the 
Cleveland meeting will give special atten- 
tion to: Training workers, (a) quick 
training of “green” help on specific ma- 
chine operations; (b) up-grading men 
into higher skills, such as tool-setting; 
(c) using apprenticeship to insure a fu- 
ture supply of skilled men such as tool- 
setters and machinists, and getting imme- 
diate productive value out of apprentices 
now in training. Change-over to multiple- 
shift operations. Maintaining proper qual- 
ity control under accelerated production. 
Selection and best assignment of workers. 
Organizing the most efficient supervision 
possible. 





AMA Survey Studies Company 
Policies on Draftees 


The policies that companies have for- 
mulated for the treatment of drafted 
employees are disclosed in the report of 
a survey recently completed by the AMA 
Research and Information Bureau. It is 
entitled, “Company Policies Covering 
Long-Term Military Service of Em- 
ployees.’” The survey covers a large num- 
ber of manufacturing, financial, and util- 
ity concerns, and reflects policies affecting 
nearly half a million workers. 

The report has already been sent to 
company members of the AMA and is 
now being revised to include additional 
data reported by companies that have 
only decided on their policies in the last 
week. Any company member that desires 
a report may obtain a copy by writing to 
the Association, 


